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EXEC  UT IVESTMLIAR  Y 


The  procurement  cycle  within  the  Department  of  Defense 
has  lengthened  considerably  over  the  past  10  years.  An  i 

Increase  in  management  reviews,  test  and  evaluation,  com- 
pecitive  prototyping,  and  low-rate  initial  production  has 
reduced  risks,  but  has  also  greatly  increased  the  acquisition 
cycle  cost  and  time. 


In  July  1977,  the  Naval  Electronics  Systems  Command, 
as  a result  of  a Zero  Base  Management  Conference,  undertook 
a study  to  accelerate  the  v^ork  flow  process  within  its  or- 
ganization, A Task  Force  was  assigned  to  review  the  current 
procedure,  and  to  undertake  a study  to  streamline  this  pro- 
cess, This  report  assesses  this  study  which  will  shorten 
procurement  lead  time,  assure  early  scheduling  of  events 

required  for  each  procurement,  and  improve  procurement  man-  i 

agement  control  procedures. 
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This  report  has  been  prepared  in  five  parts.  It  traces 
the  development  of  NAVELEX  from  I966-77.  Further  it  provides 
an  overview  of  current  procurement  procedures,  and  the  Task 
Force’s  recommendations  to  improve  this  process.  It  specu-  ^ 

lates  on  future  evolutionary  changes  which  may  derive  from  i 

this  study.  Lastly,  it  summarizes  the  findings  of  the  ZBM 

group,  and  the  prediction  that  the  study  will  achieve  its  ' 
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objectives,  A year  hence,  the  impact  of  the  new  work  flow 
process  can  better  be  measured. 
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Chapter  I 

Introduction  and  Background 


"The  procurement -cycle.  . *13  .too  long.  . ,Our  own  internal  pro- 
cedures, plus  fact-finding  and  other  required  pre-contract 
procedures,  leading  to  and  during  negotiations,  make 
this  cycle  approximately  8 months  long,  on  the  average, 
for  any  large  procurement  and  several  months  longer  for 
very  complex  procurements.  I can  neither  suggest  nor 
foresee  any  real  solution  to  this  problem.  As  a military 
manager.  ...  I chafe  at  this  lengthy  process.  But  as 
a private  citizen,  I find  reassuring  a regulatory  process 
so  well  designed  to  eliminate  or  at  least  minimize  error 
of  faulty  judgment...  Nevertheless,  we  are  often  forced 
into  a letter  contract  when  the  demands  of  the  program 
will  not  tolerate  the  response  time  of  the  procurement 
(contracting)  cycle. ^ " 


The  above  remarks,  by  Lt.  General  John  V/,  O'Neill,  former 
Deputy  Commander,  Air  Force  Systems  Command,  described  the 
problem  of  the  contracting  cycle  almost  10  years  ago.  Since 
then  it  has  lengthened  considerably  and  it  has  been  criticized 
as  requiring  too  much  time  and  too  many  resources,  from  both 
the  contractor  and  Government. 


Within  the  last  two  months,  the  Naval  Electronics  Systems 
Command  (NAVELEX)  has  undertaken  a study  to  streamline  and  re- 
duce the  acquis-’tion  cycle.  This  report  examines  this  study, 
prepared  by  a tasK  force,  to  shorten  procurement  lead  time,  assure 
early  scheduling  of  events  required  for  each  procurement,  and  to 

^U. S.  Congress,  House,  Committee  on  Government  Operations, 
Government  Procurement  and  Contracting  (Part  i|.).  Hearings  before  a 
Subcommittee  of  the  House  Committee  on  Government  Operations,  91st 
Congress,  1st  Session,  1969*  P.  1239. 


1 


-2- 

improve  procurement  management  control  procedures. 

FYirther,  this  report  assesses  the  current  process,  describes 
the  new  procedure,  and  looks  into  possible  evolutionary  changes 
for  the  future.  The  report  then  asks  and  answers  the  question, 
"How  effective  is  the  new  procedure  in  accomplishing  its  objec- 
tives?" 

The  methodology  utilized  in  preparing  this  study  was  to 
survey  a variety  of  reports  prepared  by  the  Task  Force  assigned 
to  this  study,  and  to  interview  a number  of  key  managers,  v/hose 
work  will  be  impacted  by  the  new  procedures.  Considerable  use 
was  made  of  the  results  of  the  NAVELEX  Zero  Base  Management 
Conference  in  July  1977  in  Charlottesville,  Virginia. 


The  author  was  personally  involved  in  a predecessor 
organization  which  looked  into  the  acceleration  of  the  procure- 
ment cycle,  in  1977,  as  a member  of  the  Admiral’s  Productivity  Group, 
By  now,  the  cycle  had  lengthened  considerably,  and  the  author 
revised  the  PP,  RAN  & D&P  Flov/  Chart,  This  traced  the  sequential 
steps  in  the  procurement  paper  flow  not  only  within  NAVELEX, 
but  also  NAVMAT.  This  background  provided  an  opportunity  for 
an  in-depth  observation  of  the  problems,  as  vrell  as  the  benefits 
to  be  derived  from  a consolidated  (shortened)  procedural  change. 
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This  report  has  been  prepared  in  five  parts.  Chapter  II 
deals  with  the  background  of  the  Naval  Electronics  Systems 

Command.  It  traces  its  development  over  the  past  eleven  years. 

The  basis  for  the  establishment  of  the  ZBM  Study  group  and  its 


findings  are  covered. 

Chapter  III  provides  a broad  overview  of  the  current  !JAVALEX 
procurement  process  from  the  initiation  of  a request  by  DDRE  to 
contract  award.  It  will  include  a brief  assessment  as  to  the  need 
for  a new  study. 

Chapter  IV  is  an  evaluation  of  the  procedure,  implemented  on 
October  3j  1977*  It  reviews  the  Task  Force’s  recommendations 
against  a contemporary  setting.  It  also  assesses  strengths  and 
v/eaknesses,  and  examines  some  proposed  alternatives. 

Chapter  'V  speculates  on  future  evolutionary  changes  which 
might  be  expected,  specifically  the  trend  toward  consolidation 
of  specific  functions;  i.e.  preparation  of  PRs,  Procurement 
Plans,  JANs,  D&Ps,  and  the  subsequent  impact  on  contract  manage- 
ment. 

Chapter  VI  summarizes  the  findings,  essentially  that  the 
benefits  v/ill,  to  a large  degree,  be  realized.  The  chapter  also 
reports  that  considerable  potential  exists  for  undertaking  further 
management  research  aimed  at  understanding  and  improving  system 
acquisition  processes. 


Chapter  II 


Naval  Electronics  Systems  Command 


NAVELEX,  formerly  a part  of  NAVORD,  was  established  in 


This  SYSCOM,  under  the  Naval  Material  Command,  is  deeply  invol 


ved  in  a variety  of  programs  aimed  at  expanding  the  Fleet's 
capabilities.  These  include  the  development  of  command  and 
control  systems,  introduction  of  satellite  communications  systems 
and  automated  communications  systems  into  v^idespread  Fleet  use, 
production  of  precise  electronic  navigation  systems  and  reliable 
automatic  carrier  landing  systems,  and  continuing  advances  in 


The  NAVELEX  tetrahedron  symbolically  depicts  the  broad  matrix 
of  electronic  systems  and  equipments  required  to  support  the  Naval 
operating  forces,  and  the  command  relationships  between  the  various 


Pi gure  1 


NAVELEX  headquarters  in  Washington  is  organized  on  a matrix 
basis  (see  Figure  2).  It  is  divided  into  five  Directorates  v/hich 
manage  different  phases  of  equipment  development  from  the  "idea" 
stage  through  installation  and  maintenance  to  ultimate  replacement. 
These  are: 

a.  ELEX  01  - The  Planning,  Prograimning,  and  Resources  Manage- 
ment Directorate,  These  are  the  "managers"  v/ho  are  responsible 
for  providing  overall  direction.  They  are  concerned  with 
policy,  planning  and  programming,  progress  appraisal  and 
financial  management, 

b,  ELEX  02  - The  Contracts  Directorate,  Here  are  the  "buyers" 

ViTho  negotiate  contracts  for  equipment  and  services  required 
to  fulfill  the  Command's  primary  mission  to  support  the 
Fleet.  These  "buyers"  are  the  link  with  industry  and  the 
"suppliers " . 

c.  ELEX  03  - The  Research  and  Technology  Directorate  v;hich 
guides  the  Command's  efforts  to  develop  the  needs  of  tom- 
orrow's Navy  today.  This  involves  programs  in  Naval  Labor- 
atories, as  well  as  industry  and  research  institutions, 

d,  ELEX  oil  - The  Logistics  Directorate,  working  vnth  Command 
field  activities  worldwide,  serves  the  Fleet.  Logisticians 
assure  that  electronic  equipment  does  the  job  it  was  designed 
and  developed  to  do,  under  operating  conditions.  They  are 
concerned  v/ith  systems  effectiveness,  maintenance  engineering 
and  logistics  support. 
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e.  ELEX  05  - Material  Acquisition  Directorate,  whose  responsi- 
bilities include  engineering  development,  design,  acquisition, 
test  and  evaluation,  and  certification  of  a wide  range  of 
electronic  systems  and  hardware  for  installation  v/orldv;ide 
at  Naval  air  and  communications  stations  and  Marine  Corps 
facilities,  as  well  as  shipboard. 

Additionally,  the  command  has  Project  Manaj^ement  Elements 
charged  v/lth  developing  equipment  and  systems  to  meet  urgent  needs 
in  such  areas  as  electronic  warfare,  communications,  surveillance, 
navigation,  sensors  and  space  technology.  These  special  project 
offices  were  established  because  of  the  cost,  complexity,  or 
priority  in  these  areas.  Eight  field  activities  provide  immediate 
response  to  remedy  difficulties<beyond  the  capability  of  the 
station  v/’ork  force.  Further,  the  Command  has  a Systems  Test 
and  Evaluation  Detachment  in  Maryland,  a Security  Engineering 
Center  in  Washington,  and  a Space  Systems  Activity  in  Los  Angeles. 

Prom  an  initial  austere  personnel  complement,  NAVELEX  now 
numbers  over  3000  people.  Recent  OSD  mandates  have  curtailed 
new  employment  and  replacements  will  not  be  forthcoming.  NAVELEX 
managers  are  keenly  av/are  of  two  organizational  facts  of  life: 
limited  resources,  and  the  need  for  division  of  labor. 

By  way  of  backgroimd  to  the  specific  procedure  described 


herein,  a conference  was  held  on  17-19  July  1977  at  Charlottes- 
ville, Va.  In  addition  to  the  Commander  and  his  Deputy  (both 
Rear  Admirals),  all  Directorate  Heads  (06  and  above)  plus  their 


high  grade  civilian  Deputies  attended  this  meeting.  It  was  called 
the  ZBM  Retreat,  for  the  Command  had  just  gone  throu^  an  exten- 
sive zero-base  budgeting  exercise.  Two  key  issues  surfaced  during 
the  meeting:  anticipated  reduced  levels  of  manpower,  and  the 
need  to  excise  any  unnecessary  steps  in  the  acquisition  cycle. 
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Ghapter  III 

Current  NAVELEX  Procurement  Process 


The  procurement  process,  currently  in  existence  at  NAVELEX, 

is  cumbersome  and  lengthy.  As  Jacques  S.  G-ansler,  former  Deputy  ASD, 
stated: 

"If  one  were  to  step  back  and  look  at  the  total  acquisi- 
tion cycle  and  the  changes  that  have  been  brought  about 
over  the  past  10  years,  one  could  say  that  concurrency 
has  been  largely  eliminated,  and  that  significant  steps 
have  been  taken  towards  reducing  risks.  However,  we  have 
added  ’incremental  decision-making',  an  increase  in 
management  reviews,  considerable  increase  in  test  evalu- 
ation, competitive  protptyping  and  low-rate  initial 
production.  Each  of  these  additions  has  had  the  desired 
effects,  but  also  greatly  increased  the  acquisition 
cycle  time  and  cost.  The  effect  has  been  that  while  we 
v/ere  able  to  field  the  NIKE  AJAX  in  6 years,  and  the 
HAbK  in  5 years  (from  the  requirement  to  deployment)  it 
is  likely  to  take  18  years  to  field  AEGIS. "2 

These  comments  v/ere  reinforced  at  a meeting  with  Congress- 
man Richard  H.  Ichord,  in  a meeting  with  students  of  the  Defense 
Systems  Management  College  on  September  l8,  1977 > ou  Capitol 
Hill.  He  spoke  of  the  need  for  micro-management  of  the  major 
v/eapons'  systems  acquisitions  by  Congress;  however,  the  corollary 
aspect  of  costly  extensions  was  shocking. 


In  NAVELEX,  the  Program  Management  Elements  (PME's)  are 
of  the  lean  matrix  type;  that  is,  some  of  their  staffs  are 
experts  in  one  or  more  disciplines,  and  each  relies  on  the 
functional  groups  for  support.  Qu6  of  the  distinguishing 
characteristics  of  a typical  manager  is  how  dependent  he  is  on 

^ Jacques  S.  Gansler,  New  Initiatives  in  Defense  Systems' 
Acquisition,  National  Contract  Management  Assn:  V/ashington,  D,C. 
July  1976. 
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the  activity. es  of  a variety  of  other  people  to  perform  his  job 
effectively.  A manager  can  be  dependent,  in  varying  degrees 
on  superiors,  subordinates,  peers  in  other  parts  of  the  organ- 
ization, the  subordinates  of  peers,  outside  suppliers,  customers, 
competitors,  unions,  regulating  agencies  and  many  others. 3 These 
dependency  relationships  are  an  inherent  part  of  the  managerial 
job.  Without  at  least  minimal  cooperation  from  these  groups, 
managers  cannot  guide  their  organizations  toward  achievemait  of 
their  objectives. 

In  NAVELEX,  as  well  as  other  DOD  organizations,  the  manager' 
is  dependent  on  many  people  (and  things)  whom  they  do  not  directly 
control,  and  who  have  limited  time,  energy  and  talent,  for  their 
competing  demands.  This  is  the  key  to  one  of  the  biggest  frus- 
trations a manager  may  feel  in  his  job.  In  this  context,  the 
undertaking  of  a procedure  to  recognize  these  dependency  rela- 
tionships, and  to  improve  the  orderly  flovif  of  documents  through 
the  organization  v/as  a welcome  project.  In  the  words  of  one 
Program  Manager,  "NAVELEX  is  biased  for  ’stops’". 

The  current  flow  process  appeared  workable ... .on  paper. (Pig. 3 ) 
And  the  wickets  had  been  defined  several  times,  v;ith  a plethora 
of  instructions  as  guidance.  However,  as  each  review  board 
shredded  the  proposed  acquisition,  and  demanded  extensive  rework 

3 John  P.  Hotter , "Power,  Dependence  and  Effective 
Management",  Harvard  Business  Review,  July-August  1977,  p.  126. 


TYPICAL  NEGOTIATED  COMPETITIVE  PROCUREMENT  OVER  $1  MILLION 
TOTAL  TIME:  152  DAYS  (30V4  WEEKS) 
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TYPICAL  NEGOTIATED  COMPETITIVE  PROCUREMENT  OVER  11  MILUON 
TOTAL  TIME:  152  DAYS  (30V4  WEEKS) 


TYPICAL  SINGLE  SOURCE  PROCUREMENT  OVER  *1  MILUON 
[TOTAL  TIME:  135  DAYS  (27  WEEKS)] 
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TYPICAL  SINGLE  SOURCE  PROCUREMENT  OVER  #1  MILLION 
(TOTAL  TIME:  136  DAYS  (27  WEEKS)] 
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the  process  lengthened,  and  costs  skyrocketed.  In  reviewing 
the  process,  several  inadequacies  surfaced: 

a.  Documentation  was  passed  from  one  amorphous  code  to 
another  amorphous  code,  but  no  one  had  direct  responsibility. 
Hence,  if  it  were  assigned  to  ai  individual  (not  kno^vn  to  the 
originating  code),  the  documentation  just  remained  in  their 
"in-basKet"  until  they  were  able  to  handle  it.  If  they  were  out 
of  the  office  on  official  travel  or  leave  consistently,  no  one 
assumed  the  v/orkload, 

b.  Pollow-up  control  did  not  exist.  In  some  instances, 
it  was  not  prioritization  of  tasks  v/hich  v/as  the  issue,  but  a 
matter  of  the  "squeaking  wheel  getting  the  oil",  insofar  as 
accomplishment  of  work  at  hand, 

c.  NAVELEX  was  not  obligating  their  resources  ‘n  a timely 
manner.  Regardless  of  the  complexity  of  the  process,  this  process 
v/as  not  initiated  soon  enou^. 


At  the  ZEM  Retreat,  a Task  Force  was  established,  with  a 
goal  of  determining  v/hat  actions  might  be  taken  to  produce 
better  quality  procurement  products’ package , reduce  overall 
processing  time,  and  minimize  the  number  of  manhours  spent  in 
processing  and  solicitation  reviev/.  Related  to  this  issue, 
several  sub-tasks  v/ere  assigned  to  specific  functional  groups, 
as  follows: 

a.  Detail  the  existing  process  from  requirement  definition  to 
contract  award. 

b.  Evaluate  the  'value-added'  by  each  review  and  'chop'  in  the 


cycle . 

c.  Examine  the  role  of  the  review  boards  and  the  efficiency  of 
their  procedures. 

d.  Develop  an  improved  acquisition  process  composed  of  minimum 
essentials. 

e.  Determine  whether  PR  preparation  should  be  centralized  or 
de-centrsl5  zed. 

f.  Investigate  standardization  of  formats  for  PRs,  SOV/s,  data 
items,  and  specifications. 

g.  Recommend  a scheduling  scheme  for  the  process,  including 
a follow-up  system. 

h.  Determine  the  location  and  utilization  of  the  centers  of 
expertise  in  the  various  acquisition  disciplines. 

i.  Recommend  a program  to  provide  intensified  training  for 
user  personnel. 

Generally,  the  studies  were  conducted  in  two  parts... a re- 
viev/  by  cognizant  personnel  (Including  PfiE  acquisition  engineers) 
to  surface  any  problems  and  recommendations,  and  subsequent 
meetings  to  make  comments/recommendations  based  upon  their 
review  of  background  information  relating  to  the  sub-tasks. 

All  Task  Force  personnel  were  required  to  undertake  and 
complete  their  studies  within  one  month  (Aupust  1977).  An 
overview  summary  of  the  project  was  deadlined  for  delivery  to 
the  Deputy  Commander,  MVELEX  on  1 September  1977. 
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Ghapter  IV 

Evaluation  of  Proposed  Procedure 

On  3 October  1977 > the  new  procedure  was  officially  "turned 
on".  ELEX  Managers  were  informed  that  MVELEX  Instructions 
1^200. 8c  and  1^200, lOB  v/ould  be  re-written  by  31  October  1977> 
to  reflect  the  new  methodology.  Until  that  time,  an  interim 
instruction  v/ould  describe  the  accelerated  work-process  flov/. 
Further,  it  was  pointed  out  that  two  acquisition  procedures 
v/ould  be  in  effect  --  the  old  and  nev/--  until  all  procurements 
planned  under  the  old  procedure  had  been  completed. 

An  OPII  MIS  printout  was  produced  of  all  items  in  the  OSD 
Budget,  identified  by  nomenclature,  for  which  NAVELEX  buys 
are  planned.  These  OPN  Budget  requirements,  along  with  SON, 

PMS,  and  other  agency  requirements  will  be  screened  against 
available  KPI  (Ready  for  Issue)  assets,  and  /or  Non-RFI  assets. 
All  computer-generated  reservations  and  "buy"  recommendations 
will  be  reviewed  by  the  IM  (Inventory  Manager)  to  insure  that 
the  most  urgent  requirements  are  satisfied,  first.  Buy  require- 
ments v/ill  be  consolidated  and  sorted  by  1 November  1977- 
ELEX  0^  will  advise  other  agencies  (Army,  Air  Force,  FAA)  of 
NAVELEX' s proposed  buys  for  FY  1979»  snd  advance  MIPR's  v/ill  be 
requested  for  their  requirements. 

After  proposed  buy  requirements  have  been  furnished  to  cog- 
nizant Acquisition  Managers,  ELEX  ^Olj-  will  schedule  Acquisition 
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Planning  Conference  (APC's).  Included  will  be  the  Acquisition 
Manager,  Requiring  Manager;  Integrated  Logistics  Support  Manager, 
Inventory  Manager,  Procuring  Contract  Officer/Negotiator, 

Data  Management  Officer;  and  otliers  v/ho  may  be  deemed  to  have  an 
imput  to,  or  action  on,  the  proposed  procurement.  This  will  be 
accomplished  by  sending  a memo  to  each  Division  Director,  advising 
of  the  time  of  the  conference,  place,  equipment,  and  any  other 
pertinent  information.  It  will  be  the  Division  Director's 
Responsibility  to  insure  that  a specific  individual  (by  name), 
v/ho  can  appropriately  represent  his  division's  interests,  is 
assigned  to  attend  each  APG . The  participants  at  tl;ese  confer- 
ences will  undertake  the  following  tasks,  sequentially,  and: 

(a)  decide  on  rhe  method  cf  procurement,  type  of  contract, 
basic  format  and  scope  of  the  Acquisition  Package. 

(b)  review  the  ASU  (Approval  for  Service  Use)  Status  and  PP 
( Procurement  Plan ) . 

(c)  initiate  start-work  action  on  specification  preparation 
or  change,  the  SO'.'!,  and  the  D^<P. 

(d)  schedule  the  events  and  reviews  that  v.'ill  be  required  for 
the  procurement.  All  the  items  on  the  Acquisition  Planning 
Conference  (APC)  will  be  addressed  at  the  meeting. 

Within  tv.'o  (2)  days  after  the  meeting,  ELEX  ^Oli  will 
document  the  decisions  reached  by  the  Acquisition  Team,  and 
distribute  a copy  to  each  Team  member. 


Milestones  to  be  monitored  will  be  selected  from  the  list 


in  Figure  ij-.  The  schediiles  for  all  procurements  will  be  placed 
in  the  Requirements  Accumulator/Acquisition  Tracking  System 
(xiACC/ATS)  and  copies  forv/arded  to  cognizant  AT  members,  ELEX 
^0[}.l  will  be  responsible  for  all  RAGC/aTS  inputs  and  updates, 
for  the  monitoring  of  all  scheduled  events  and  required  actions 


and  for  producing  an  alert  for  the  first  milestones  as  well  as 


missed  milestone  reports  when  any  succeeding  milestone  is  missed 


As  an  example,  description  of  a model  procurement  follov/s 
( see  Fig.  $ ) . 


a.  A draft  specification  v/ill  be  completed  by  22  January 
1978 > and  forv/arded  to  the  ILS  Manager.  II, S requirements  will 
be  completed  and  passed  to  the  Acquisition  Manager  (AM)  by  22 


February 


b.  The  AH  will  prepare  the  final  specification  and  forward 


it  to  the  Specification  Review  Board  for  approval,  printing,  and 


distribution.  Further,  Data  Review  Board  approval  vi  11  be  obtain- 
ed, with  a possible  final  reviev/  at  a later  point  in  the  acquisition 


c.  The  Acquisition  Manager  will  then  assemble  the  Technical 
Package,  forv/ard  copies  to  all  Acquisition  Team  members  for 


reviev/  and-schedule  a Reconciliation  Conference.  AT  members  will 


have  10  days  to  review  the  completed  package  to  insure  that  those 
items  agreed  to  i'  the  Acquisition  Procurement  Conference  (APC) 


have  been  adequately  covered 


d.  All  Acquisition  Team  members  v/ill  signify  their  concurrence 


by  signing  the  completed  Technical  Package  at  the  Reconciliation 


-19- 


APC  DECISION  PAPER 


1.  Equip»i)ant  nomenclature- 

2.  Estimated  quantity-  Estimated  hardware  cost- 

3.  Earliest  RDD  (Required  Delivery  Date)- 

4.  Specification  Status  (Miltary  spec..  Contract  spec., 
revisions  required,  etc.)- 


5.  SOW  (Statement  of  Work)  status- 


6.  ASU  (Approval  for  Service  Use)  status — 


7.  Planned  method  of  procurement- 


1 (Formal  advertising 

r7~~l  Competitive 

CD  Two-step  formal  advertising 

L'U  Non-Competitive 

CD  Neqotiation 

8.  Type  of  contract- 

9.  a.  Radio  Frequency  Allocation  required? 

b.  If  yes,  date  requested or  date  granted 

10.  Security  classification- 

11.  PP  (Procurement  Plan)-  If  a NAVELEX  PP  has  been  prepared,  it 
should  be  revised  to  reflect  APC  schedule  decisions. 

12 . Schedule  Planned  Date 

A.  Draft  Spec,  complete- 

C.  ILS  Reqmts.  complete- 

D.  DRB  (Data  Review  Bd.)  approval- 

E.  Final  spec,  approved  by  Spec.  Rev.  Bd.- 

F.  Final  spec,  printed 

G.  TP  (Tech.  Pkg.)  circulated  to  AT  members- 

H.  Reconciliation  mtg.- 

J.  Final  TP  complete- 

K.  PR  released  by  originator- 

L.  PR  released  by  ELEX  102- 

M.  Solicitation  mailed- 

N.  Contract  awarded- 


Pigure  i(. 
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r 
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A.  Draft  Spec,  complete  (20-day  alert) 

• B.  t‘^"'t  used  (c  thru  N-  outstanding  MS  report  produced) 

C.  ILS  Reqmts.  complete 

D.  Data  approved  by  Data  Rev.  Board 

E.  Final  Spec,  approved  by  Spec.  Rev.  Board 

F.  Final  Spec,  printed 

G.  Tech.  Pkg.  circulated  to  AT  members 

H.  Reconciliation  mtg.  of  AT 

J.  Final  Tech.  Pkg.  complete 

J 

K.  PR  released  to  ELEX  102  by  ELEX  504 /PME 

j 

L.  PR  released  to  ELEX  02  by  ELEX  102 

M.  Solicitation  mailed 

I 

N.  Contract  awarded  ' 


"T" 

32  days 


i 


O' 

31  days 


ISj^days 
9 .days 

13  .days 

y - 

2 days 

32  days 

122  days 
4/ 


I ' 


TOTAL-  8 mo's.  & 16  days  from 
draft  spec.  comp,  to 
contract  award. 


Conference . 

e.  The  Acquisit5-on  Manager  will  make  directed/agreed  upon 

changes  to  the  Technical  Package  by  l6  April  and  forv/ard  it  to 
ELEX  Before  preparing  the  Purchase  Request  (PR),  the  IM 

will  screen  assets  for  carcasses  v/hich  may  be  available,  or 
may  become  available,  through  program  cancellations,  stricken 
ships,  restoration,  changes  to  existing  multi-year  contracts, 
or  contract  quantities,  PR  quantities  v/ill  be  adjusted  accord- 
ingly. If  ell  requirements  can  be  satisfied  through  any  or  all 

of  the  foregoing  means,  the  planned  procurement  will  be  cancelled. 

f.  At  this  point,  "he  Inventory  Manager  (IM)  must  identify 
all  other  customer  requirements,  i.e.  MIPR's,  requisitions,  SON, 
others  to  verify  that  funding  is  still  planned  to  be  available. 

He  then  obtains  the  delivery  schedule,  rate,  and  reporting  re- 
quirements from  the  Production  Management  Branch,  and  prepares 
the  PR.  The  PR  v/ill  be  prepared  by  1 May  and  forwarded  to 

ELEX  02,  Contracts  Directorate  via  ELEX  102  (Fiscal). 

g.  Allowing  ELEX  260/270,  (Contracts  Purchasing),  a 
^-month  leadtime  v/ill  result  in  contract  av/ard  by  early  October, 
when  FY  1979  funds  become  available. 

It  is  recognized  that  all  NAVELEX  procurements  are  not  the 
same  and  cannot  be  placed  in  a mold.  There  are  sufficient  and 
compelling  reasons  why  some  procurements  cannot  be  started  in 
November  and  awarded  Odtober  of  the  following  year.  Some 


-25- 


r 


processes  'n  the  foregoing  procedures  v/ill  take  a longer  or 
shorter  time,  on  a given  procurement,  because  of  their  peculiar 
requirements  or  problems.  The  time  frames  in  these  procurements 
and  the  parallel  processing  of  some  actions,  can  and  should  be 
adhered  to,  however,  for  most  of  the  Command's  hardv/are  pro- 
curements. 

Shortly  before  the  implementation  of  the  new  procedure, 

ELEX  Olj.  raised  a point  of  issue  concerning  the  new  initiative. 

The  issue  raised  v/as  the  point  and  time  in  t he  acquisition 
process  that  the  Data  Requirements  Review  Board  (DRRE)  should 
perform  its  chartered  functions.  This  alternative  v/as  surfaced 
despite  the  fact  that  ELEX  0l|.  v/as  represented  at  every  session 
of  the  Task  Force  study  committee  by  one  of  more  personnel  and 
despite  the  committee's  belief,  at  its  final  meeting,  that 
reconciliation  (albeit  reluctantly)  was  obtained  on  all  differences. 


The  minorp.ty  opinion  stated  that  Data  Requirements  Reviev/ 
Board's  functions  should  be  performed  absolutely  last  in  the 
acquisition  process  chain  of  events.  A DOD  Directive  is  cited 
as  the  authority  which  states  that  the  DRRB  should  perform  just 
prior  to  contract  av/ard  or  at  least  solicitation  release,  if 
one  is  to  accord  credence  to  the  ELEX  0i|-  interpretation. 

The  issue  of  the  DRRB,  and  all  boards,  v/as  considered  and 
discussed  at  length  in  the  Task  Force  analysis  of  the  acquisition 
process.  One  of  the  specific  subtasks  v/as  to  analyze  the  fimctions 


of  all  boards  involved  In  the  process,  and  determine  their  new- 


cessity,  including  their  ’’value  added",  to  the  acquisition 
process.  If  required,  their  proper  interface'.,  and  point  and 
time  of  performance  was  ascertained.  The  following  three  Board 
reviews  v/ere  considered:  the  NGRB  (Hon-Gompetitive  Review  Board) 
the  Specification  Control  Review  Board,  and  the  Data  Requirements 
Review  Board,  It  was  determined  that,  v/ith  respect  to  the 
IJon-Competitive  Review  Board,  ASPR  requires  only  that  such 
procurements  in  excess  of  .jplO,  000  be  reviewed  at  a level  higher 
than  the  contracting  officer.  This  review  could  be  performed  by 
the  Purchase  Division  Directors  (ELEX  270/260),  Hence,  it  was 
recommended  that  the  NGRB  be  disestablished.  A "to-be-renamed" 
Board  would  continue  to  reviev;  support-services  procurements. 

With  regard  to  the  Data  Requirements  Reviev;  Board  and  the 
Specification  Control  Review  Board,  the  Task  Force  determined 
that  both  should  continue,  and  that  the  performance  of  their 
respective  func'-ions  should  be  done  in  parallel  with  other 
actions,  instead  of  in  series,  after  major  completion  of  the 
acquisition  package. 

The  acquisition  flow  process  proposed  in  the  report  of  the 
Task  Force  v;as  belibved  by  the  committee  members  t o be  the 
optimtim,  considering  all  factors,  V/hen  the  minority,  and 
dissenting  opinion,  surfaced  three  v;eeks  after  the  proposal 
was  sent  to  the  Deputy  Commander,  it  appeared  that  ELEX  Oi).  had 
reconsidered  what  its  representatives  had  agreed  to,  in  sessions. 


The  majority  opinion  pointed  out  that  the  review  conducted 


by  the  DHRB  is  just  one  of  many  reviews  of  a procurement  wh^'ch 
should  be  properly  conducted,  considering  it  a co-equal  v/ith 
reviews  of  technical  features  (tailor  specs  to  needs),  total 
life  cycle  costs  versus  design-to-costs . The  Task  Force  believed 
that  all  of  these  factors,  including  Data  Requirements  should 
be  considered  in  totality  by  the  Acquisition  Team,  and  proper 
trade-offs  considered,  decided  and  documented.  To  seperate 
the  review  of  data  requirements  from  an  overall  review  in  total- 
ity (total  acquisition  review)  was  not  considered  the  optimum 
approach.  It  was  believed  that  a piece-meal  review  v;ould  add 
additional  time,  in  serial  fashion,  preclude  reviev/  of  the 
acquisition  in  a context  of  totality  (technical  and  total-cost 
aspects),  and  v;ould  not  improve  the  quality  of  the  acquisition 
package,  (which  was  one  of  the  goals  of  the  Task  Force  Committee). 

The  Task  Force  further  pointed  out  that  the  ELEX  0i|.  inter- 
pretation of  the  DOD  Instruction  concerning  "final  reviev/"  was 
indeed  a narrow  one,  v/hich  precluded  review  of  the  acquisition 
in  consideration  of  all  its  factors  (requirements,  technical  and 
business).  It  would  appear  that  ELEX  0l|.  felt  that  the  require- 
ments for,  and  adjudication  of  data  issues,  took  precedence 
and  importance  over  all  factors  of  the  acquisition. 

The  Task  Force  committee  did  not  feel  that  a standing 
committee,  with  an  ad  hoc  charter  having  no  responsibility 
for  the  outcome  of  t he  acquisition,  or  the  dov/nstream  long- 
term effects  of  its  decisions  (life  cycle  costs  and  ILS)  should 
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be  in  a superior  position  over  the  Acquisition  Team  who  consid- 
ered the  total  environment  of  the  acquisition,  and  have  \t  Ked 
on  it  since  its  conception.  The  latter  would  certainly  be 
knowledgable  and  responsible  participants  in  the  process. 


r 

t 


The  Task  Force  stated  that,  were  this  minority  opinion 
to  obtain,  NAVSLEX  v/ould  remain  in  a posture  of  recycled  paper 
and  argument.  The  concept  of  checks  and  balances  is  considered 
workable,  if  not  driven  to  excess,  and  the  proposal  itself  v/as 
considei’ed  to  contain  adequate  checks  and  balances. 


T^his  difference  in  opin.l  on  was  then  forwarded  to  the 
Deputy  Com.mander  NAVELEX.  He  resolved  the  issue  by  stating 
that  the  DHRB,  a time-consuming  review,  should  be  considered 
earlier  in  the  acquisition  cycle,  thus  allowing  sufficient 
time  to  make  required  corrections.  This  new  placement  is  at  the 
reconciliation  meeting  (Fig.5)j  which  will  permit  resolution 
of  any  discrepancies  early  in  the  cycle. 


1 

A 

1 

i 
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Chapter  V 

Evolutionary  Changes 

The  environment  of  program  management  places  an  extraordinary 
premium  on  talent  for  leadership  as  distinguished  from  co.’Timand-on- 
persuasion,  as  distinguished  from  direction.  Finding  v/ays  to 
compress  the  acquisition  cycle  without  increas5ng  concurrency, 
or  risks,  are  among  the  most  difficult  challenges  for  the  future. 

An  increased  emphasistjn  front-end  planning,  as  evidenced 
in  the  new  NAVELEX  flow  process  will  permit  a more  encompassing 
view  toward  optimizing  the  complete  cycle.  This  v/i  11  force 
a recognition  of  conflicts  between  subelements,  and  promote 
effective  early  tradeoffs.  Secondly,  policies  and  procedures 
v/ill  be  applied,  v/hich  are  more  consistent  with  commercial 
practices.  . .e.g.  desi-gn-to-cost , "hands-off"  competition, 
warrenties,  and  tailoring  of  specifications. 

iJAVELEX  has  stated  that  this  nev/  strategy  v.ill  be  fine- 
tuned  during  the  coming  year,  '.'/hen  queried  as  to  the  possibility 
that  this  experiment  "might  not  take",  the  opinion  was  proffered 
that  the  SYSCOM  would  never  return  to  the^procedure,  merely 
revise  the  new  system  imtil  it  worked. 


One  of  the  questions  that  concerned  the  author  was  how 
this  system  would  be  "sold"  or  communicated  to  the  lower  levels 
of  the  organization.  And  the  ansv/er  appears  to  be  when  it 


V 
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becarties  a matter  cf  policy,  as  implemented  by  new  instructions, 
there  vdll  be  no  question  about  its  acceptance.  Yet,  one  of  the 
more  visible  codes  has  already  taken  exception  to  the  procedure. 


Advocates  of  bold  new  strategies  have  not  recognized  that 


they  must  first  "uncouple"  the  fimctions  from  the  viselike  grip 


of  past  strategies  before  they  can  expect  an  appropriate  response 


at  lovier  organizational  levels.  Long-time  adherents  to  a par  - 
ticular  method  of  performance  iiVill  instinctively  resist  changes 


might 


in  the  way  they  get  th'^ngs  done.  Several  suggestion 


prove  effective 


trategy,  management  should  make 


1,  Before  implementing  this 


certain  that  a serious  functional  overload  does  not  exist 


2.  To  avoid  strategic  shock  waves,  employees  should  be  briefed 


on  the  new  plan.  Inthis  instance,  two  processes  will  be  running 


in  parallel  for  a year  or  so... the  old,  rumbersome  method,  and 


the  new,  streamlined  one 


3.  Recognizing  that  problems  might  exist  in  these  tv/o  systems 


managex’s  should  establish  a mechanism,  in  advance,  for  coping 


with  such  problems  before  they  arise,  and  otherwise,  personally 


monitoring  their  application 


The  Task  Force  team,  an  ad  hoc  group,  should  not  be  dis 


banded  until  it  has  identified  f ollov.'-tlirough  actions.  There 


tated  milestones  by  v/hich  the  team  can  assure 


should  be  clearly 


that  the  Command  i 


changing  to  its  nev/  course 
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5.  Communication  dovmv;ard,  not  just  upward,  must  exist.  The 
Task  Force  Team  has  been  preoccupied  in  communicating  the  new 
strategy  to  higher  organizational  levels.  The  more  difficult 
task,  easily  slighted,  is  that  of  reaching  managers  and  others 
at  lower  echelons.  The  latter  hold  the  key  to  the  successful 
implementation  cf  the  program.  Furthermore,  they  need  a deeper 
insight  into  proposed  changes  than  managers  at  higher  levels, 

Eovi  does  one  bridge  the  gap  betv/een  management's  intent  and 
the  subordinates'  imder standing?  Specialists  have  to  be  retrained 
and  new  work  pi’ocedures  documented.  If  one  segment  fails  to  move 
in  concert  with  the  others,  the  nev;  procedure  will  be  swept  along 
on  the  old  course.  All  functional  areas  must  be  coupled  to  the 
new  plan,  not  just  a few.  One  laggard,  one  half-hearted  functional 
commitment  may  endanr^er  the  goals  established  for  the  0 ommand  as 
a whole.  Lastly,  integrati’on  has  always  been  one  of  the  primary 
elements  of  managerial  work.  It  is  unrealistic  to  promote  a new 
plan  as  a techjiique  for  coping  vn'th  a fast-changing  environment, 
without  taking  into  account  how  it  affects  the  other  major 
dut’es  of  organizing,  integrating,  and  measuring. 

ITAVELEX  expects  a shalce-dovm  period  of  several  months  to 
fine-tune  these  new  procedures.  Around  mid-November  1977 > 
training  sessions,  and  question  and  answer  sessions  v;ill  be  held 
v/ith  supervisors  to  discuss  and  resolve  any  problems  that  may 
have  arisen.  In  turn,  supervisors  v.dll  conduct  training  seminars 
for  their  organizational  components.  One  of  the  larger  pi’oijlems 


fi 
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that  arises  is  the  ability  of  these  ''linking  pins”,^  to 


comrnunicate  the  raater^  al  accurately,  and  with  the  requisite 


and  persuasive  talents. 


As  an  adjunct,  a comprehensive  WAVELEX  Procurement 


Guide  should  be  drafted,  v/hlch  describes  the  procurement  cycle. 


v/ith  excerpts  and/or  references  to  ASPR  paragraphs  or  IIAVELEX 


Instructions . 


During  the  course  of  review  of  the  present  system;  it 


was  found  that  10  different  offices  within  MVELEX  prepare 


PRs.  ’.‘.ith  the  exception  of  two  PHE's,  the  PR  function  will 


be  centralized  in  one  office.  Like-wise,  a long,  searching 


look  Vifas  taken  at  the  Contracts  Directorate  which  has  a sep- 


arate policy  and  planning  branch  to  prepare  all  the  PPs, 


JAils,  and  D£;Ps  for  the  Command.  Consideration  may  be  given 


to  moving  these  staff  positions  to  the  respective  purchase 


divisions,  or  program  offices  so  that  they  might  be  a con- 


tinuing part  of  the  entire  acquisition  process, 


^Likert,  Rensis.  The  Human  Organization,  Its  Management 
and  Value . (Nev/  York:  McGrav/  Hill,  I967 ) , p.  I60, 
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Chapter  VI 
Summary- 


After  a detailed  end  broad-renging  viev/,  the  Task  Force 
proposed  actions  to  streamline  the  acquisition  process  in 
the  areas  of  minimizing  required  processing  and  review, 
standardized  formats  for  necessary  paperwork,  and  improved 
training  for  user  personnel.  And  yet  the  significant  factor 
that  emerged  from  this  analysis  is  that  NAVELEX  was  not 
obligating  its  budgeted  resources  in  a timely  manner. 


Irrespective  of  the  complexity  of  the  process,  the  work 
flow  process  has  consistently  not  been  initiated  soon  enough. 
On  continuing  programs,  NAVSLEX  has  a sufficient  level  of 
confidence  by  October  1 of  each  year,  as  to  the  probable 
approved  content  of  the  second  follov/ing  year  program. 
Likewise  on  new  starts,  NAVELEX  should  have  a sufficient 
level  of  confidence  by  1 December  of  each  year  as  to  the 
probable  approved  content  of  the  second  fiscal  year  program. 

A model  procurement  demonstrated  that  by  initiating  the 
acquisition  process  at  these  times  (October  and  December 
each  year),  eight  months  later,  v.'hen  the  dollars  flov/ed 
from  the  approved  budrets,  the  procurement  actions  (IPB’s, 
RPF«s)  can  bb  ready  for  issuance. 

The  second  unique  feature  of  the  new  acquisition  process 
is  the  formation  of  a discrete  Acquisition  Team  for  each 
procurement.  The  functional  codes  (or  Pfffi's)  will  assign 
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the  Acquisition  Manager,  who,  together  vrt  th  his  team,  v/ill 
drive  the  acquisition  process.  Several  benefits  to  management 
are  quite  evident  in  the  proposed  system  relative  to  the 
existinr  system.  The  most  significant  are: 

1.  The  proposed  system  provides  an  integrated,  time-phased 
structure  for  developing  objectives,  tasks  and  targets.  The 
existing  structure  has  less  definition. 

2.  Responsibilities  for  developing  and  achieving  objectives 
are  well  defined.  All  involved  will  imow  exactly  what  they  are 
exoected  to  accomplish. 

3.  The  system  will  yield  more  accurate  performance  measure- 
ment and  realistic  control  by  providing  meaningful  and  timely 
information  to  top  management  and  feedback  on  performance 

to  the  Acquisition  Team, 

I'r,  The  system  promotes  participation  in,  and  commitment 
to,  the  objectives.  This  will  insure  that  the  objectives  are 
both  significant  and  realistic. 

It  has  been  said  that  "between  the  great  things  that  we 
cannot  do,  and  the  small  things  that  we  vAll  not  do,  the 
danger  is  that  we  shall  do  nothing."^  The  creation  of  a 
revised  internal  procurement  procedure  cannot  be  classed 
as  a major  event  in  the  history  of  TiAVELEX,  but  it  does  demon- 
strate that  the  determination  of  the  Task  Group  to  recommend 
action,  as  a result  of  the  Charlottesville  conference,  can 
clearly  result  in  a step  forward  toward  better  management. 


^Tashjian,  Michael  J.  "An  ApprAisal  of  the  Effective- 


ness of  Centralized  Contract  Administration  (Unpublished  Thesis, 
George  Washington  University,  1970),  p,  IO7, 


TW 


-35- 

Chapter  VII 

Additional  Areas  of  Study 

A quarterly  follow-up  of  this  proposed  work  flow  process 
might  be  lindertaken  by  NAVELEX.  The  initial  months  of  operation 
will  be  uneven;  nevertheless,  the  results  can  be  compared  with 
the  benefits  envisioned, 

A further  study  mipiit  compare  similar  aquisition  flov/s 
in  coimterpart  SYSGOMS-NAVAIR  and  NAVSEA.  And  lastly,  higher 
headquarters,  NAVMAT,  might  be  queried  as  t o the  value  of  these 
new  procedures.  This  organization  ultimately  approves  the 
SYSCOM  end  products. 
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